



PRESENTED NOVEMBER 3, 1977 
TO STATE INSURANCE DEPARTMENT 
AT TALLAHASSEE 
By 
Blue Cross of Florida, Inc. 
and 
Blue Shield of Florida, Inc. 
Fact 
Sheet 8 
Blue Cross" +.· • Blue Shield. 
of Flonaa �.� { o1 F1onda 
(!) ' 
P.O. Box 1798, 532 Riverside Avenue 
Jacksonville, Florida 32231 
November 1, 1977 
BLUE CROSS & BLUE SHIELD OF FLORIDA -- WHO ARE WE? 
B1 ue Cross & B 1 ue Shi el d are two non-profit hea 1th pre-payment cor­
porations established through an enabling act passed by the Florida 
legislature to operate under regulation of the Insurance Commissioner 
for the State of Florida. Blue Cross was established in Florida in 
1944, Blue Shield in 1946. 
The very fact that the corporations are appearing before the Insurance 
Department today for scrutinization of our rate adjustment proposals , 
on certain contract,\is due to this Enabling Act. Commercial or 
for-profit companies in the health care field have no such requirement. 
Blue Cross and Blu� Shield of Florida 1 s total enrollment is approxi­
mately 1.7 million persons. In the administration of government con­
tracts such as Medicare and CHAMPUS, the Florida Plans serve an 
additional 1.5 miltion Floridians. Totaling private and government 
business, this adds up to 3.2 million people being served, or approx­
imately 35% of the state 1 s population. 
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To operate the two corporations and handle the volume of claims involved, 
which in 1976 exceeded 11 million, about 3,300 persons are employed with 
an annual payroll of $33.8 million. 
In 1976 the following amounts of money were disbursed by Florida Blue 
Cross and Blue Shield for health care: 
Underwritten Contracts 
Blue Cross .................................... $214,050,044 
Blue Shield ................................... $ 99,413,802 
Blue Cross Inter-Plan Bank .................... $ 63,882,174 
(Payment to Out-of-State Visitors 
Who Have Blue Cross Coverage With 
Other Plans, But Who Are 
Hospitalized While Visiting in 
Florida) 
Government Services Contracts (Not Underwritten) 
Medicare A ................................... $ 734,303,634 
(Hospital and Institutional) 
Medicare B .................................... $ 224,234,734 
(Professional and Supplier Services) 
CHAMPUS ....................................... $ 17,264,102 
(Civilian Health and Medical Program 
For the Uniformed Services; provides 
health care coverage for military 
dependents and retired military 
personnel and their dependents) 
Medicaid 65 
Total Disbursements for 
$ 10,955,873 
Calendar Year 1976 . . . . . . . . . $ 1,364,104,363 
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BLUE CROSS & BLUE SHIELD OF FLORIDA'S 
COST CONTAINMENT PROGRAMS 
Rising costs in the health care industry are a major concern to all 
of us. Blue Cross & Blue Shield of Florida have numerous Cost 
Containment Programs in force. Some we've been doing for years; others 
are new. We'd like to tell you about some of them. 
NEW PROGRAMS 
PROSPECTIVE CHARGE PAYMENT 
Probably the most exciting new Cost Containment Program we have in 
Florida, and one of the leading such programs in the nation, is the Blue 
Cross Prospective Charge Payment Program which is negotiated with over 
200 Florida Contracting Hospitals. 
For this program, hospitals and Blue Cross agree for the hospital's new 
budget year the amount of money needed from Blue Cross to finance the 
care of Blue Cross patients for the upcoming year. Hospitals which com­
plete the year at less than this amount are rewarded by retaining the 
difference. Hospitals which exceed the agreed upon amount must renego­
tiate with Blue Cross through Rate Review to determine if exceptional 
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circumstances warrant additional payment to the hospital from Blue 
Cross. The built-in efficiency incentive is obvious. 
The program began January l, 1977. For the first six months of 1977, 
hospitals participating in Prospective Reimbursement showed a 6.9% 
increase in costs compared to an 11.9% increase nationally. This initial 
figure does indicate progress and Blue Cross is optimistic that the 
first full year of the program's operation ending December 31, 1977, will 
substantiate this "first six-months" trend. 
MEDICAL NECESSITY PROGRAM 
The most significant new Cost Containment Program of Blue Shield of 
Florida is the Medical Necessity Program, implemented nationally by 
agreement of all Blue Shield Plans throughout the country this past 
May.· This program identifies 28 outdated procedures subject to screen­
ing and non-payment unless positive medical justification can be proven. 
Medical groups such as the American College for Surgeons and others helped 
Blue Shield nationally to arrive at and identify these procedures. Blue 
.S'1,eld 
Cross of Florida automatically screens all of these 28 procedures for 
medical need each time a claim arrives with this procedure listed on it. 
Nat,onwide savings for this program has been estimated for the first year 
at about $27 million by the national Blue Shield Association. 
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REVOLVING LOAN FUND 
Another new Cost Containment Program showing eariy indications of success 
is the Revolving Loan Fund which Blue Cross of Florida established this 
year in the amount of $500,000. 
Under this program, hospitals can borrow against this amount to finance 
management consultant fees aimed at more efficient hospital administration. 
One 25O-bed hospital in central Florida to date saved over $90,000 by 
analysis of six departments in the hospital. It predicts a yearly saving 
of $304,000. 
HOME HEALTH CARE 
Blue Cross is experimenting with another new program with the offering 
through its Federal Employee Contract of additional payment for hospital­
based Home Health Care Agencies. It is believed and hoped that by paying 
for home care the more expensive hospital care can be decreased. If the 
results of the current project show significant savings, Blue Cross will 
consider expanding such benefits on other contracts. 
HEALTH EDUCATION 
Health education efforts are not new but recent emphasis by Blue Cross & 
Blue Shield on healthier life styles as a financial "life saver" of the 
health care system is significant, we believe. 
/" 
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HEALTH E DUCATION (cont') 
Blue Cross & Blue Shield of Florida co-sponsored recently with the 
Florida Council of 100 a Life Style Seminar in Miami, open to the general 
public, and entitled "Is Your Life Style Self-Destructing?" 
State and national speakers presented facts on every aspect of health 
from diet, stress, alcohol, exercises, smoking, etc. Many favorable 
comments were heard from those attending the program. 
Another new project is Blue Cross & Blue Shield's participation in 
President Carter's Physical Fitness Program aimed at high school and junior 
colleges throughout the nation. The Florida Plans distribute Fitness 
Program literature to all such schools throughout the state. 
OTHER PROGRAMS 
Blue Cross & Blue Shield of Florida have other on .. going Cost Containment 
Programs which have been in effect for over 10 years. These programs are 
proven "cost-savers II which essentially encourage the use of subscriber 
funds in defraying health care cost but discourage individual subscriber 
profiteering. 
COOR DINATION OF BENE FITS 
This is a Cost Containment Program which, when there are two health 
insurance carriers and Blue Cross & Blue Shield is the secondary carrier, 
claims received are coordinated with the primary carrier payment to avoid 
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COORDINATION OF BENEFITS (cont') 
multiple claim payments to the extent to which they would exceed the 
actual cost of hospital and medical services provided. The results are 
savings which are passed on to our subscribers and applied to their 
con tract rates. 
Savings for the first 9 months of 1977 amounted to $4.2 million. 
MEDICARE CARVEOUT 
In some instances an Employer Group may want to guarantee the same level 
of benefits for their "over age 65 11 policyholders as their "under age 65 11 
subscribers. In these cases, regular Group benefits are in force for the 
subscriber 11after age 65 11 • 
Blue Cross & Blue Shield have a program similar to Coordination of Benefits 
when they are the secondary carrier to Medicare. This circumstance is 
referred to as Medi care Carveout. Essentially, the same type coordina-
tion is made with Medicare under this program as is done with private 
carriers under Coordination of Benefits. 
Under Medicare Carveout for the first 9 months of 1977 savings of $17.7 
million were realized for those Groups participating in this program. 




Blue Cross & Blue Shield of Florida operate a Subrogation Program where 
accident-related claims are reviewed to detennine whether there is a 
third-party liability. Where third-party liability is established, Blue 
Cross & Blue Shield recover through Subrogation that portion of the 
claim payment for which the third party was liable. 
Savings realized from this program for the first 9 months of 1977 has 
amounted to $260,000. 
WORKMEN'S COMPENSATION 
All claims which appear to be accident-related are screened to detennine 
if there is liability under Workmen's Compensation. Reduction of Blue 
Cross & Blue Shield contract liability through this program has resulted 
in savings during the first 9 months of the year of approximately 
$180,000. 
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FOR FURTHER INFORMATION CONTACT: 
A. D. Mancini (904) 791-6122 
G. C. Dyer ( 904) 791-6189 
Public Hearing Set November 3 on Rate 
Adjustments for Blue Cross & Blue Shield 
JACKSONVILLE -- A public hearing on Blue Cross & Blue Shield of Florida's 
request for rate adjustments on contracts involving about 28% of their 
subscribers is scheduled by the Department of Insurance for 9:30 a.m. 
Thursday, November 3, 1977, in Hearing Room 21 of the House Office Build­
ing in Tallahassee. 
The agenda will include a presentation by Blue Cross & Blue Shield on the 
need for the adjustments, comments and questions by the Insurance 
Department staff, and comments from members of the public who desire to be 
heard. 
Blue Cross & Blue Shield of Florida are the state's largest health insurors. 
As non-profit organizations, they are the only major health care insurors 
in the state that are required to get prior approval from the Insurance 
Department for their rate adjustments. Commercial or profit-making health 
insurers have no such requirement when they make rate adjustments. 
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Blue Cross & Blue Shield submitted its request to the Insurance Department 
last month, citing increased usage by subscribers of their contracts and 
inflationary factors which continue to result in rising hospital and 
medical costs as the primary reasons the rate adjustments are necessary. 
The contracts involved are those held by Floridians who purchase their 
health care coverage direct or belong to employer groups of under 10 
employees. About 357,000 contracts would be affected, covering about 
475,000 persons. The Florida Plans' total enrollment is about 1.7 million 
persons. 
Company officials have said that at present rates losses on the contracts 
involved are projected to average $1.9 million monthly over a period of 
the next 12 months. "We cannot continue to incur these types of losses and 
maintain our financial stability," said W. J. Stansell, Senior Vice 
President. 
The proposed rate adjustments would affect approximately 250,000 senior 
citizens covered under the company's Complementary Coverage (supplemental 
to Medicare) contract and 225,000 persons under age 65 whose coverages are 
purchased on an individual basis or through employer groups of under 10 
employees. Current group contracts of 10 employees or more will not be 
affected. 
For the various contracts involved, the increases would average 36.7%. 
The increase would boost Blue Cross & Blue Shield's total annual premium 
income by $29 million above the present annual premium of approximately 
$350 million, or an 8. 17% increase in premium total. 
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Coverage to supplement Medicare for senior citizens would rise from $11. 14 
to $16.22 per month beginning January l. Part of the increase would go to 
pay for a higher Medicare hospital deductible of $144.00 set by the federal 
government. Complementary Coverage, if the new rate is approved, would pay 
the entire $144. 00 in-hospital deductible for its policyholders after 
January 1. 
For the other contracts, depending upon the type of policy and benefits in­
volved, increases in the Blue Cross contracts affected would range from $2 . 11 
to $5. 11 monthly for a single contract to $4. 13 and $12 . 28 for a family 
contract. 
Increases in the Blue Shield indemnity contracts would range from 54 cents to 
$2 . 39 monthly for a single contract, to $1. 2 1  and $5. 9 2  per month for a 
family contract. 
Rate adjustments also are proposed to the Major Medical and Diagnostic 
Coverage endorsements for employer group contracts of under 10 employees. 
The Major Medical endorsement would rise $3. 43 monthly for single coverage and 
$8. 75 for family coverage. The Diagnostic Coverage endorsement would rise 
$1.85 monthly for single coverage and $5. 07 for family coverage. 
Adjustments for all contracts concerned would become effective January 1, 
1978. 
STATEMENT OF W. J. STANSELL, SENIOR VICE PRESIDENT 
BLUE CROSS OF FLORIDA, INC. 
BLUE SHIELD OF FLORIDA, INC. 
Before the Insurance Commissioner for the 
STATE OF FLORIDA 
Regarding the Necessity of Requesting 
An Increase in Rates on Some 
Contracts & Riders 
November 3, 1977 
9:30 A.M. 
Hearing Room 21 
House Office Building 
Tallahassee, Florida 
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We appreciate the opportunity to review publicly before you, 
Mr. Commissioner, and your staff, the reasons why it is neces­
sary for us to seek increased rates on some of our contracts 
and riders. I would like to emphasize, so that everyone 
attending this hearing will understand, that the acceptability 
of any new rates approved will be tested by the marketplace. 
Our subscribers will have the opportunity to either accept or 
reject these rates by either keeping or canceling their con­
tracts. And we realize, as you do, that the ultimate decision 
must be theirs. 
WHAT ARE BLUE CROSS AND BLUE SHIELD? 
Blue Cross and Blue Shield are two non-profit health pre- payment 
corporations established through an enabling act passed by the 
Florida legislature to operate under regulation of the Insurance 
Conmissioner of the State of Florida. These Florida organiza­
tions were established in 1944 and 1946, respectively. 
WHAT BLUE CROSS AND BLUE SHIELD REALLY ARE! 
More important to this hearing is the question, What really are 
these �NO organizations, Blue Cross and Blue Shield? . . . . . why do 
they exist? . . . . .  and why should they continue to exist? 
, 
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Blue Cross and Blue Shield are, in part, the 4 75 ,0 0 0  Flori­
dians that we are here to talk about today. They are the 
individuals , the families , the people who have come to Florida 
for its beneficial climate, many being 65 years of age or 
over and in their retirement years , and als o many who chos e 
to make their move to Florida in their late middle years prior 
to reaching age 65. These 475,0 0 0  Floridians als o include many 
who are employed in s mall enterpris es . And the one character­
is tic of all thes e people is that in the big competitive 
industry of s elling health ins urance, they are not, for the mos t 
part, an attractive market to the s eller. They are not employed 
in large co rporations where ris k  factors can be spread among 
male and female employees , younger and older employees . And, if 
they are not employed at all, as many of them are not, the basic 
reas on for their unemployment is either their health or their 
age. In s hort, they are people who need Blue Cros s and Blue Shield 
to turn to for coverage in large pools , enabling them to have 
s ome of the advantages of a broader s preading of ris k. 
There are other reas ons why Blue Cros s and Blue Shield mus t 
maintain an important place in the health care pre-payment 
indus try. No other organization has the neces s ary contractual 
arrangements with hos pitals and doctors to develop cos t con­
tainment programs as effectively as s ome of thos e we will 
elaborate on today. 
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In addition, no other insurer is as deeply involved in admini­
stering government programs within the state, and consequently 
contributing as much as we do to the state's economy through 
payroll and other administrative expenditures. 
OUR PURPOSE IN BEING HERE TODAY 
As stated earlier, Blue Cross and Blue Shield of Florida are 
under close regulation by the State Insurance Department. We 
are consequently here to give public testimony on the status 
of certain rates and our inability to continue to deliver the 
contract benefits without increased premium income from those 
holding these contracts. 
REGULATORY FACTORS UNDER WHICH BLUE CROSS AND BLUE SHIELD OPERATE 
For their over thirty years of operation within the state, Blue 
Cross and Blue Shield have been under strict regulatory direction 
by the Insurance Department. 
The requirement for such regulation is stated in the enabling 
act for both Blue Cross and Blue Shield. 
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We daresay, and I believe you would agree, Mr. Corrmissioner, 
that no other insuring organization in the State of Florida 
comes under an equal amount of public scrutiny, especially 
when you consider the fact that we are also audited by several 
Federal agencies due to our involvement in Federal programs. 
HOW WE WOULD LIKE TO PRESENT OUR FACTS TO YOU TODAY 
We have again come prepared to go into detail on the exact 
financial status of  each of those contracts and riders on which 
a rate increase is required, and to review what Blue Cross and 
Blue Shield have been doing to try to slow the rise of health 
care costs wherever and however we have seen an opportunity. 
The basis of our presentation will be the following materials: 
(1 ) PREPARED STATEMENT OF THE SENIOR VICE PRESIDENT 
It is from this statement that I am now reading. This 
text has been distributed to everyone in the audience, 
including the news media, so that everyone may follow 
and have a copy of what is stated here today. 
(2) VOLUME I - FINANCE (Brown Binder) 
This contains our corrmunications to the Insurance De­
partment regarding the need for adjusted rates up to 
the date of this public hearing. 
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Also, it contains complete financial information on each 
contract and rider, individually, �o support our position 
that the current rates are inadequate to enable us to 
continue to provide protection to the respective contract 
holders and their dependents. 
The factors in the health care industry at large which 
are affecting our rates also are contained in this volume 
in the form of charts and graphs dewonstrating upward 
costs and utilization trends. 
(3) VOLUME II - COST CONTAINMENT (Yellow Binder) 
(1) EDUCATIONAL EFFORTS TO HOSPITALS ANO PHYSICIANS 
Physician Notes and Institutional Views are two 
publications which enable us to reach providers 
with updated cost containment information and 
what other institutions are doing toward these 
goals. 
(2) SUBSCRIBER COST ANO RATE CONTAINMENT PROGRAMS 
AND INFORMATION EFFORTS TO THE GENERAL PUBLIC 
This volume also contains a review of specific 
claim cost containment programs, administrative 
cost containment programs, and educational pro­
grams on healthy life styles and health informa­
tion aimed at cost containment. 
-7-
SCOPE OF COVERAGE IN FLORIDA 
To support our earlier statement that Blue Cross and Blue Shield are 
the largest single health insurers in the state, I would like to break 
out for you the volume of business we are currently administering in 
both private business and government contracts. These figures deal 
with all of our contracts. Following these introductory remarks, we 
will turn our attention to those s pecific contracts which have caused 
us to appear before you today. 
As of August 31, 19 7 7, under our private contracts, Blue Cross and 
Blue Shield of Florida protect 1,664,7 06 Floridians. This comes to 
about 19 % of the state's estimated total population. Our administra­
tion of government contracts involves s erving an additional 1. 5 million 
Floridians. Totaling private and government business, we presently 
are serving about 35 % of the s tate's population. 
In 1976 the following amounts of money were disbursed by the Florida 
Plans for health care: 
Underwritten Contracts 
Blue Cross . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $214,050 ,0 44 
Blue Shield . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 9 9 ,413,8 0 2  
Blue Cross Inter-Plan Bank . . . . . . .. . . . . . . $ 63,8 8 2,17 4 
(payment to out-of-state vis itors 
who have Blue Cros s coverage with 
other Plans, but who are hospital­
ized while visiting in Florida) 
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GOVERNMENT SERVICES CONTRACTS (not underwritten) 
Medi care Part A . . . ... .. ..... ... ... $734,30
3
1
6 3 4  
(Institutiona l) 
Medicare Part B ................... $224,234
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CONTRACTS AND RIDERS NOT AFFECTED BY THIS REQUEST FOR A RATE INCREASE 
B 1 ue Cross Type "J" 
B 1 ue Cross Type "P" 
Blue Cross Type "R" 
B 1 ue Cross Type "S" 
Group contract for firms with 25 or more employees. 
Group contract for firms with 25 or more employees. 
Group contract for firms with 25 or more employees. 
Group contract for firms with 25 or more employees. 
Blue Cross Type "Y" Group contract for firms with 25 or more employees. 
Blue Shield Type "K" Group contract for firms with 25 or more employees. 
Blue Shield Type "A" Group contract for firms with 25 or more employees. 
Blue Shield Type "B" Group contract for firms with 25 or more employees. 
Blue Shield Type "U" Group contract for firms with 25 or more employees. 
Blue Shield Type "R" Group contract for firms with 25 or more employees. 
Blue Shield Type "Y" Group contract for firms with 25 or more employees. 
Blue Cross & Blue Shield 
Student Type "PK" •...... Direct contract for college students. 
Blue Cross & Blue 
Shield Federal 
Employee Program ....... Group contract for federal service personnel. 
Blue Cross & Blue 
Shield Major Medical/ 
Direct ..••.....••..•.•.• Major Medical rider to Direct contracts. 
Den ta 1 Rider Group rider for firms with 25 or more employees. 
Prescription Drug 
Rider ................... Group rider for firms with 25 or more employees. 
Extended Benefits 
Rider ................... Group rider for firms with 25 or more employees. 
Supp 1 emen ta 1 
Accident Rider .......... Group rider for firms with 25 or more employees. 
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CONTRACTS AN D  RIDERS NOT AFFE CTED BY THIS REQUEST FOR A RATE I NCREASE - ( cont ' ) 
Groups E nrolled Pri or t o  J anuary 1 1 1 978,  Also Not Affected 
By This Reques t for a Rate I ncrease * 
B lue Cross Type  l l J I I  . . . . . . . . . . . .  Group wi th 1 0  t o  2 4  emp loyees. 
B lue  Cros s Type " P" . . . . . . . . . . . .  Group wi th 1 0  t o  24 emp 1 oyees. 
Blue C ros s  Type " Y " . . . . . . . . . . . .  Grou p with 1 0  t o  24 emp loyees. 
B l ue Shi el d Type " K " . . . . . . . . . . .  Group w i th  1 0  t o  2 4  emp loyees. 
B lue Shield Type " A" . . . . . . . . . . .  Group wi th 1 0  to 24 emp loyees. 
Blue  Shield Type " B "  . . . . . . . . . . .  Group w i th 1 0  t o  2 4  employees. 
Blue Shield Type " U "  . . . . . . . . . . .  Group wi th 1 0  to 24 emp loyees. 
Blue Sh i eld Type " Y "  . . . . . . . . . . .  Group wi th 1 0  t o  24 emp l oyees. 
Dental Ri der . . . . . . . . . . . . . . . . . .  Group ri der for fi rms with 1 0  to 24 employees. 
Prescrip tion Drug Ri der . . . . . . . .  Group ri der for fi rms with 1 0  to 24 emp loyees. 
Ex tended Benefits Rider . . . . . . . .  Group ri der for fi rms wi th 1 0  t o  24 emp loyees . 
Supplemental Accident Ri der . . . .  Group ri der for fi rms with 1 0  to 24 employeee . 
* These clas s i ficati ons of groups enrolled after J anuary 1 ,  1 97 8  wi ll 
s t art wi th the new rate after it is approved. If enrolled p ri or to 
J anuary 1 ,  1 978 , they will not be  affected b y  a rate change. 
Maj or Medical and Diagn ostic Ri der on Groups Enroll ed P ri or t o  
J anuary 1 ,  1 978,  are als o not affected by thi s reques t  for a rate 
i n c re as e . ** 
** The Maj or Medical and Diagnostic Ri der on groups enrolled a fter J anuary 
1 ,  1 97 8 ,  will s t art with the new rate once i t  i s  a pp roved . If enrolled 
prior to  . Jan ua ry 1 ,  1 97 8 ,  they wi 1 1  n ot be affected by the rate change. 
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CONTRACTS ON WH ICH AN ADJUSTMENT IN RATES IS  NECESSARY 
(Enrollment as o f  June 30, 1977 ) 
Blue Cross Type "J " . . . . . . rro5p contract for firms wi th 5 to 9 employees 48 contracts) 
Blue Cro s s  Type " P "  . . . . . .  G roup contract for firms with 5 to 9 employees 
. ( 8 , 283 contracts) 
Blue Cro ss Type 
Blue Cro s s  Type 
Blue Cros s  Type 
Bl ue Shield Type 
Blue Shield Type 
Blue Shield Type 
" J "  . . . . . .  Oirect Payment con tract offered to subs cri bers 
converting from group status to d i rect payment 
s ta tus or transferring into the s tate from 
ano ther Blue Cros s Plan . 
( 6 9 , 848 contracts) 
"H"  • . . . . .  Oirect Payment con tract offered as a conversion · contract to former Federal Employee Program 
subs cribers. 
( 1 , 2 52 contracts) 
" F" • . . . . .  Non -Group contract offered on a non-group basis 
wi th medical underwri ting. 
( 24 , 6 1 9 contracts) 
" K "  . . . . .  Group con tract for firms with 5 to 9 emp l oyees 
( 2 , 1 50 contracts ) 
1
1A 1 1  • • • • •  0roup contract for firms with 5 to 9 employees 
( 1 , 730 contracts) 
1 18 1 1  • • • • • Group contract for f i rms with 5 to 9 employees 
( 96 7  contracts) 
Blue Shi e 1 d Type " U" . . . . .  Group contract offer ing Usua 1 & Cus ternary benefits 
to groups of 5 to 9 employees 
B l ue Sh ield Type 
Blue Shield Type 
( 3 , 923 contracts) 
" V "  . . . . . Direct Payment offered to subs cri bers converting 
from group status to direct payment s tatus or 
trans ferring i nto the state from another P lan 
( 1,928 contracts) 
" K" . . . . . Direct Payment o ffered to subscribers converting 
from group status t0 direct payment sta tus or 
transferring into the state from another Plan 
( 6 5, 71 3 contracts) 
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Blue Shield Type 1 1H "  . . . . .  Oi rect Payment contract offered as a convers i on 
contract to former Federal Employee Program 
s ubscri bers 
( 1 , 251 contracts) 
Blue Shi eld Type " F 1 1  • • • • •  Non-Group contract offered on a non-group  basi s 
w ith medical underwri t ing 
( 1 , 303 contracts )  
Blue Shield Type " T "  . . . . . Non-Group contract offered on a non-group bas i s  
wi th medical underwri ti ng 
(23 , 203 contracts ) 
A total of 1 04 , 487 Blue Cros s contracts 
A total o f  1 02, 1 68 Blue Shield contracts 
Jointly Underxri tten 
Compl ementary Coverage . . . .  a contract offered to pers ons 6 5  and over as a 
supplement to Medi care 
( 252, 606 contracts)  
Major Medical .. . . . . . .. . . . .  Group rider offering Major  Medical benefits 
to grou ps from 5 to 9 emp l oyees 
( 6 , 466 riders ) 
Di agnostic R ider . . . • . . . . . . Group rider offering diagnostic benefi ts to 
groups from 5 to 9 employees 
( 1 , 427 riders ) 
A total of 260 , 499 j o i ntly underwri tten contracts and riders . 
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WHY SUCH RAP IDLY RISING HEALTH CARE COSTS? 
I n  Volume I I  of our supportive materi al -- the yellow b inder -­
we have reviewed what Blue Cross and Blue Shield a re doing to 
contain costs (and rates) as much as possible . 
We will not go into a detailed account of this material at this 
time since it is available in the binder for your inspection. 
We believe, of course , that this material demonstrates our 
earnestness, our concern, our efforts, and some headway in the 
containment of health care costs through our Provider Cost Con­
tainment Program, plus the informational efforts made to our 
subscribers and the general public to inform them of ways they, 
too, can help in our cost containment programs. 
We would like to spend some time now in discussing the trends 
in rising health costs. 
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The story behind inflated health care figures is not a new one to 
those of us who have spent the past few years concerning ourselves 
with trying to " hold the line " on rates. Nor is it a new story to 
you in the Insurance Department who have been attending our rate 
increase hearings in the past few years. 
While the story might not be original with this hearing today , un­
fortunately, the financial figures and statistics we have to deal 
with are new, and higher, and of even greater concern than ever before. 
INFLATION 
The inflationary trends of our nation are hitting health care facili­
ties with greater impact than the average busines s organization or 
family unit. Why? The very things in our inflated economy that are 
rising the fastest  in price are the things mos t prevalent on the 
hospital's list of operating expenses ... •.  electricity , food , fuel, 
water, laundry , technical equipment and l abor . 
Hospi tals have a much heavier portion of their operating expenses go­
ing into labor costs than most other business operations. About 54% 
of a hospital's cos t  is labor, compared to l ess than 30% for industry . 
The reason for this is that for every in-patient in the hospital there 
is an average of at least three employees . And while advanced technology 
introduced to an industrial plant is intended to decrease the cos t of 
labor ..... just the opposite is generally true in the case of hospitals. 
As health technology advances, hospitals need more and more highly 
s killed employees. 
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Al so, I am sure y ou have been reading of the proposed i ncrease i n  the 
mi nimum w age l aw .  Thi s und oubted ly will have a signifi cant i mpact on 
hospi tal s '  dai l y  costs and their resul ti ng charges to their patients. 
PRO FESSI ONAL L I ABI L I TY  I NSURAN CE 
W here once the publ i c  never heard , or at least hard l y ever heard, of a 
p atient fi l i ng sui t agai nst a hospi t al _ ,a r  doctor, t oday it i s  c ommo n  
practice and certai nl y one that needs c onstrai nts . Of late , hospi tal s '  
p rofessional l i ab i li ty i nsurance, commonl y referred to  as malpractice 
insuranc e, increased on an average of 500% over their former rates. 
L i kewi se, doct ors have f ound thei r professional l i abi li ty i nsurance 
rates increasi ng anywh ere from $4 , 00.0 annual ly to $14 , 000, dependi ng 
upon the parti cular d octor ' s special ty . 
The Tw o-Fol d Effect of Ri sing Li abi li ty Insurance 
First, and th e  most obvious ,  i s  that heal th care p rovi ders must, · t hrough 
necessity , pass th i s  i ncreased c ost for liabi l i t y i nsurance on to thei r 
pati ent s or thei r p atie nts • i nsurance comp anies. 
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Secondly, and of more concern, is the effect these lawsuits are hav­
ing on the way heal th care is being provided by our physicians and 
our hospitals. More treatment and more testing are not uncommon as 
the trend to practice " defensive" health care follows behind the 
trend  of increas ing lawsuits. As an example, Blue Cross has evi­
denced a considerable increase in the u se of l aboratory and other 
diagnostic procedure s in hospitals. 
ADVANCING TECHNOLOGY 
Add ing to the rising cost problem caused by inflation and liabi lity 
insurance rates is the cost of ever-increasing technology. Our 
health care system apparently has the capacity to constantly increase 
our med ical capabilities to sustain life and return u s  to good 
health • . • . .  but at higher costs with no built-in mechanism to pay 
for these new, higher levels of technology. 
The CT Scanner is a good example. This is the abbreviation for 
Computed Tomography, and it is a very complex and expensive piece 
of equipment that permits your doctor to x -ray by computer any part 
of your b ody at any angl e. I u se the " CT S canner 1 1  as an exampl e of 
improved technology, both because it has received a lot of publicity 
and the fact that each S canner costs anywhere from $400,000 to 
$600,000, and each test on the Scanner costs anywhere from $200 and 
up. 
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UTIL I ZATION -- OR CONTRACT BENEFIT USAGE -- AND HOW IT r s  
AFFECTING BLUE SH IELD RATES 
An increase in the incidence in usage of contract benefits is the pri­
mary reason for the need to raise rates on the Blue Shield contracts 
for which we seek adjustments. 
Inasmuch as most of these Blue Shield contracts are indemnity contracts, 
or "fixed fee schedule" contracts, increases in physician charges are 
not a major factor in the request for an increase in rates. 
The foll owing table shows the increased incidence or contract benef it 
usage for the past six years. Shown are the combined total s  for 
those indemnity contracts for which a rate increase is required : 
Number of Claims Per Thousand Contracts a Year 
1 970 . . . . . . . . . . . . . . . . . . . . .  1 , 2 69  
3 . 2% 
1 971 . . . . . . . . . . . . . . . . . . . . .  1 , 3 1 0 
6 .  1 % 
1 972 . . . . . . . . . . . . . . . . . . . . .  1 , 390 
( 0 . 6% )  
1 973 . . . . . . . . . . . . . . . . . . . . .  1 , 381 30 . 3% 
0 . 7%
_J 
1 974 . . . . . . . . . . . . . . . . . . . . .  1 , 39 1  
1 0  . 1  % 
1 9 75  . . . . . . . . . . . . . . . . . . . . .  1 , 53 1 
8 . 0% 


















BLUE SH I E LD OF F LO R I DA,  I NC. 
INCI DENCE PER INDEMNITY CONTRACT 
Combined Total For Categories Conta in ing Those I ndemnity 
Contracts For Wh ich a Base Rate I ncrease is Being Requested 
!.d,!_0 
I --
197 1  
( Per Thousand Contracts ) 
1 ,390 








1 ,5 3 1  







TIIE PERCENTAGE INCREASE IN INCIDENCE IN INDEMNITY DIRECT PAYMENT AND GROUP 
CONTRACTS FOR WHICH A RATE INCREASE IS REQUIRED .  
( 1 974 th rough 1 976 )  
GROUP DIRECT 
1 974 
1 975  
1 976 
1 , 52 3
7 
_J
i n c . 
1 , 781 
6 . 3% f n c  
1 , 89 4  --------lo 
24 .  4% i n c .  
1 ,3 22 ---
6 .2% i n c .  
1 , 404 _J 
�
i nc.  
1 , 5 76 --------� 
1 9 . 2% i n c .  
The re we re 3 7 1 more c l a i ms 
pai d o ut of every 1 000 con ­
tracts i n  1 976 o ve r  1 974 .  
There were 254 mo re cl ai ms 
pa i d out of eve ry  1 000 con­
tracts i n  1 976 over 1 974 .  
COMBINED GROUP AND DI RE CT 
1 974 1 , 39 1  -----
1 975 
1 976 
1 0 .  1 %  i n c .  
1 , 5 3 1 
--:-] i nc . 




1 8 . 9% i n c .  
The re we re 26 3 mo re c l a i ms pa i d out o f  every 
1 000 con tracts i n  1 976 over 1 9 74 .  
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TH E  EFFECT RISING HEALTH CARE COSTS AND I NCREASED UTI LI Z ATI ON 
ARE HAVI NG ON BLUE CROSS AND BLUE SHI EL D  PAYMENTS 
On the following pages ( pages 21 through 24 ) ,  we have developed graphs and charts 
that take the factors of ri sing h ea lth care costs and utiliza tion in to con sider­
ati on, showing the i mpact on Blue C ross and Blue Shield 1 s i n creased 
liability to meet its contracted b enefits for its subscribers . 
For examp le, in the fi rs t c hart (on page 21 ) you will see that in- pati ent 
ancillary payments per day by  Blue Cross wen t from $ 47 . 98 in 19 72 to $11 0 . 9 5  
duri ng the first six months of 19 7 7. This is a rise of 131. 2%. More recently, 
ancillary payments ro se from $9 5 . 30 per day during 1976 to $110 . 95  through the 
first six months of 1977. This alone works out to a 16. 4% increase. 
Average h ospital charges billed to Blue Cross per day and per case are shown in 
the charts on pages 22-23. For example, the average charge per case in Flori da 
h ospitals went from $ 5 73. 9 3  in 1971  to $ 1, 19 4. 03 for the firs t six months of 
197 7. Th is again is indicative of more intensive technological care for the 
patient as well as the inflationary rising costs for electricity, food, labor . . • . .  
and all the oth er things it takes to run a hospital. 
Looking at Blue Shi el d, the chart on page 24 sh ows the in creasing number of in­
patient Blue Shield c laims b eing filed b y  phys icians (per hospital admission) on 
the basi c indemnity contracts for wh ich rate adjustments are b eing requested. 
Th ese increases (per h ospital admission) are: 
19 70 . . . . . . . . . . . . . . . . . . .  2. 33 claims per admi ssion 
1971  2. 52 I I  I I  . . . . . . . . . . . . . . . . . . .  
1972 2. 92 I I  I I  . . . . . . . . . . . . . . . . . . .  
1973 2. 9 4  I I  I I  . . . . . . . . . . . . . . . . . . .  
197 4  3 . 15 I I  I I  . . . . . . . . . . . . . . . . . . .  
1975 3. 67 I I  I I  . . . . . . . . . . . . . . . . . . .  
1976 4 .  31 II II . . . . . . . . . . . . . . . . . . . 
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I NPATI ENT ANCI L LARY AMOUNT PAI D 












. U P 
5 3 . 7% 
1975 1976 
s, , b.9 5 
UP 
1 3 1 . 2% 
1977 
( 1 st 6 mos . )  
Th is  chart  shows the i ncrease i n  i npatient anc i l l a ry costs per d ay from 1 972 th rough 1 976  of 98 .6%; From 1 972 through 
the f i rst s ix  months of 1 977 i t  i s  1 3 1 .2 %. 
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$ 1 2 7 .65 
Up 
36.6% 
$1 1 1 .2 7  
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This  chart shows the i ncrease i n  the average charge per day i n  F lorida hosp ita l s  si nce 1 97 1 .  
$209 .34 
Up 
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$635.67 
UP 
1 0 .8% 
1972 
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AVE RAG E B I LLED CHARG E  PER CASE 
$1 ,063.44 
U P  
85 .3 % 
$922.53 







1 7 . 1 %  
1973 1974 1975 1976 
This chart shows the i ncrease i n  the average charge per case i n  F lor ida hosp ita l s  si nce 1 97 1 . 
$ 1 , 1 94.03 
U P  
1 08.0% 
1977 


















N U MB E R  O F  I N PAT I E NT B LU E  S H I E LD C LA I MS 
PE R HOSP ITA L A D M I SS I O N  
3 .  67 
_...__ 
2. 94 
3 .  1 5  
-�--- -- ----
2.52 
197 1 1972 1973 1974 1975 
4 .3 1  ----
1976 
The above graph shows the increas i ng  number of c l a ims  submitted by phys ic i ans for each hosp ita l  adm i ss ion on 
Bas ic I ndemn i ty Contracts for which a rate i ncrease i s  be i ng requested . 







1 . 00 
.50 
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COMPLt�ENTARY COVERAGE ANO THE NEED FOR AN INC REAS E IN RATES ON 
TH I S  CONTRACT 
Comp l ementary Coverage, our supplemental contract for senior citizens covered 
by Med i care, was introduced in 1 96 6  when the Medicare program was i mplemented. 
The Complementary Coverage contract was an irrmediate success. It grew steadily 
in membership as Med i care benefi ciaries, using their Medicare benefi ts ,  became 
increas ingly and personally aware that there were health care costs not covered 
under Medicare. 
Medicare started out with a $40 deducti ble on hospital admissions to be paid 
by the beneficiary before Medicare benefits went into effect . There also were 
co-insurance amounts that the beneficiary had to pay after so many days of a 
hospital stay, but I will not belabor these details in this presentation. Fol­
lowing is a char� of how the government, after the fi rst three years of Medi ­
care, started raising the deductible, and has raised the deductible every year 
since. The chart also contains the monthly rate Blue Cross and Blue Shield 
charged for its Complementary Coverage protection . It easily is evidenced 
that as Medicare required the beneficiary to pay out more . . . . .  and our Comple­
mentary Coverage picked up these hi gher deductibles and co- i nsurance features . . .. .  
Complementary Coverage rates would have to rise to pay the greater amounts . 
For simplicity purposes, the chart deals only with the Part A deductible 
i ncreases, ignoring the co-insurance features which also i ncreased, and 
also were picked up by Blue Cross and Blue Sh i eld Complementary Coverage 
as well as an increase in the lifetime maximum payment from $5,000 to 
$ 1 5, 000, which our company a dded for our subscribers in 1 974 without any 
increase in rates. 
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HISTORY OF THE COM�LEMENTARY COVERAGE CONTRACT FOR FLORIDIANS OVER AGE 6 5  
COVERED BY MEDICARE 
Med i care 
Part A 
Deductible 
Blue Cross & Blue Shi eld's 
Monthly 
Complementary Coverage Rate 
(single contract) 








Jan. 1 96 9  . . . . .  $44.00 . . . . . . . . . . .  . 
Jan. 1 970 . . . . .  $52 . 00 . . . . . . . . . . . . 
Jan. 1 971 
Jan. 1972 











$ 1 24. 00 
Jan. 1978 . . . . .  $1 44. 00 
. . . . . . . . . . . .  
. . . . . . . . . . . .  
. . . . . . . . . . . .  
. . . . . . . . . . . .  
$ 5. 50 
$ 5 . 50  
$ 4. 50 
Maintained same rate. 
Reduced rate $1 . 00 per month 
after initial underwri ti ng 
experience. 
$ 4. 50 . . . . . . . . . • Although Medicare i ncreased i ts 
deducti ble and co-i nsurance, 
BC/BS maintaine d  its rate while 
picking up additional li abili ty. 
$ 6. 50 . . . . . . . . . .  Picked up i ncreased liabi lity 
J an. 1 and increased rate 
March 1 .  
$ 7. 10 
$ 7. 70 
$ 7. 70 
$ 7. 70 
$ 7. 70 
$ 1 1 .  1 4  
$1 1. 1 4  
$ 1 6. 22 
. . . . . . . . . .  
. . . . . . . . . .  
. . . . . . . . . .  
. . . . . . . . . .  
Increased rate and p i cked up 
increased liab ility. 
Increased rate and picked up 
increased li ab i lity. 
Mai ntained rate while pick i ng 
up increased liab i li ty. 
Continued to mai ntai n rate whi le 
picking up i ncreased liab i l i ty ;  
also rai sed lifetime maxi mum 
benefits from $ 5 ,000 to $ 1 5,000 
at no increase in rates. 
Continued to mai ntain rate whi l e  
picking up i ncreased li ability. 
Increased rate and picked  up 
increased liabi l i ty. 
Maintained rate but did not p i ck 
up increased li ability. 
Rate requ ired by increased util i ­
zation and coverage of i ncreased 
deducti ble and co-insurance. 
-27-
GRAPHIC PRESEN TATIONS 
The followi ng c harts are graphi c presentati ons showing the 
financ i al performance of B lue Cross of Flori da, Inc ., and 
Blue S h ield of Flor i da, Inc. These charts were prepared 
by a rrethod independent of the method used for the actuar i al 
forecast. This independent ana l ysis was required for a 
gra phic type presentation of month- to-month data as opposed 
to the rati ng period data used by our actuaries. The base 
period h i stor i ca l  data and the conc l usion that both B lue 
Cross of Flor i da and Blue Shi e ld of Florida require a rate 
i ncrease , is the same for both the fi nancial  and actuaria l 
methods . Due to differences between the financ i a l and  
actuar i a l  projection per iods, the forecasts are not directly 
compara bl e, but end results clear l y  indicate the need for 
the requested rate increases. 
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The charts which follow show the fi nancial i mpact on Blue Cross of 
Fl orida, I nc., and Blue Shield of Florida , Inc., should the trends in 
i ncome and expenses exper i enced in the recent past continue unchanged 
into the future. Actual data used in these cha rts ill ustrates finan­
cial performance for the period of July, 1 975 through August, 1 977.  
Projections were made by fitting trend l ines to actual data poi nts. 
Upper graphs show monthly compar i sons of i ncome and expense. Red 
areas ind icate areas where expenses exceed i ncome. Lower graphs show 
the di fference between income and expense shown i n  the upper graph 
expressed as the amount of  gain or l oss. Red areas i nd i cate loss .  
Numbers in the right margin show projected performance for December, 
1 978. Performance for other months can be read on the scale i n  the 
left marg in. 
F i gure 1 . Comb i ned Blue Cross and Blue Sh i eld fi nanci al performance for 
contract types on which rate increases have been requested. 
Figure 2 . Combined Blue Shield financial performance for contract types 
on which rate i ncreases have been requested. 
Figure 3 . Combined Blue Cross financial performance for contract types 
on wh ich rate i ncreases have been requested. 
Figure 4 Blue Cross and Blue Shield - Complementary Coverage 
Figure 5 Blue Cross - Di rect Payment - Type H and Type J 
F i gure 6 Blue Shi eld - D irect Payment - Type H, Type K, and Type V 
Figure 7 Blue Cross - Group Payment - Type J and Type Preferred 
F i gure 8 Blue Shield - Group Payment - Type A, Type B, Type K, and Type U 
Fi gure 9 Blue Cross - Direct Payment - Type F 
Figure 1 0. Blue Cross and Blue Sh i eld - Major Medical 
Figure 1 1 . Blue Shield - D i rect Payment - Type F and Type T 
Figure 1 2 . Blue Cross and Blue Sh i eld - DXL Rider 
JUNE 30, 1 977.TRACT 
COU NT WAS 206,655 CONTRACTS 
AND 260 ,499 R I DERS  
BLUE CROSS OF F LOR IDA AND BL
.
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Blue Cross Group Coverage - Type J and P 
Blue Sh ield Group Coverage - Type A, Type B, Type K and Type U 
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Ge n tl e me n 
Everybody l ike s t o  get a c o m pl imen t oc c asi o na l l y e spe cially wh en it i s  d eserv ed .  There f ore , it g i v e s me p l e a s u r e  t o p r a i s e B lu e C ro s s - Bl u e S h i e l d . 
R e ce n tl y , I h a d  ma j o r  surge r y and e xpe n s i ve h o s ­pi t iliza t i on . O f fou r Ins u ran c e  com pa nies I h a v e be en su p po rting t h ru  th e y ears , onl y  your c o m pa
n
y pa id the ful l amo unt o f th eir co m mit m en t , paid i t pro m ptl y a nd th a t w i t h o u t 
t
h e n e c e s s i t y  o f f i l in g e n dl e s s c
l a i m fo r ms . 
Your s i s 
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Pl ea se e xp re s s my than k s  to M r s .  A ro s ti
gu
e z . S h e i s r e a ll y wond erf ul . I I 
S incer e l y y our s , 
Mia m i , Flori d a 331 8 3  
F T . L . 1 - M P.Y 1 8 1977 
.. 
March 14th,19'77 
Blue Cross and B1ue Shield of Florida; 
871- East Commerciai Boulevard; 
Fort I;auderdal.e ; Florida; 
Supervisor or l!o Whom It Mey Concern; 
\ 1  You can really b
����� 
having such a fine 
employee ,  by the name of · nSb.anaban " connected with · 
your office·. w--L
· 
:u:rs� Schoenfe'id and I want to express our deep 
appreciation for the splendid help given us by this 
gracious person. Our situation with the "Blue Cross and 
Blue Shield" of ?lew York; had us worried and upset . Once 
in her office �� we were made to feel at ease, and in 
a short while her personal interest had the matter straigh­
t ened out to our entire sa.Hsfaction. There is a sweet lady , 
that is ld.J;ld, considerate, thoughful. and courieous. 
Because you have been so thoughful, it makes it very hard , 
t o put so much gratitude into a single card ;  
But if you will read between the line� ,  you ' 11 know, i 
This brings a "THANK YOU" more sincere , than words could ever show., . 
SincereJ.y; 
North Miami Beach; Fla; 33160-
C C ;  Hon; Richard Stone ; u . s . senator; State of Florlda; 
Hon; Lawton Chiles � u . s . senatori State of Florida; 
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I N S U R A N C E  C O M M I S S I O N E R  
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B I L L  G U N T E R  
S r A T E  f R [ .� '., U '1 , R  A N D  
1 1 < $ U R A N C E  c o ,MA I S S I 0 N E " 
O F  F LO R I D A  
IN THE MATTER OF 
App l i cati on for Approval 
of an Increase in Rates 
Fo r : Blue Cross - Group Payment - Type "J" 
For :  
(Groups of  5 - 9 Pe rsons ) 
Blue Cross  - Group Payment - Type "J" 
(Groups of 10 - 2 4 Persons )  
Blue Cross - Group Payment - Type "P" 
(Groups of 5 - 9 Persons ) 
Blue Cross  - Group Payment - Type "P" 
(Groups of  10 - 2 4  Persons ) 
Blue Cross  - Di rect Pay1rent - Type ' 'J ' ' 
Blue Cros s - Direct Payment - Type "F" 
Blue Cross - Di rect Payment - Type ' 'I-l ' ' 
B lue Sh ie ld  - Group Payment Type "K" 
(Groups of 5 - 9 Pe rsons ) 
Blue Shield  - Group Payment - Type "K" 
(Groups of 10- 2 4  Pers ons )  
B lue Sh ield  - Group Payment - Type "A" 
(Groups o f 5 - 9  Persons ) 
Blue Shield  - Group Payment - Type "A" 
(Groups of  10 - 2 4 Persons ) 
Blue Shie ld - Group Payment - Type "B" 
(Groups of 5 - 9  Pers ons ) 
Blue Shield  - Group Payment - Type "B" 
(Groups of 10 - 2 4  Persons ) 
Blue Shield - Group Payment - Type "U" 
(Groups of 5 - 9 Pe rsons ) 
Blue Shield  - Group Payment - Type "U" 
(Groups of 1 0 - 24 Pe rsons ) 
Blue Shie ld - Direct Paynxmt - Type "K" 
Blue Sh i c ld - D i  rcct Payment - Type ' 'V" 
· B lue Sh ield  - Di rect Payment - Type "F" 
Blue Shie ld - Direct Payment - Type "T" 
Blue Shield - Di rect Payment - Type "I-l" 
For :  B lue Cros s and B lue Shield  - Group Payment -
Diagnos t i c  X- Ray and Laboratory (Groups of  
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Blue Cross and B lue Shie ld  - Group Payment - ) 
Di agnos t i c  X- Ray and Laboratory (Groups of  
10 - 2 4 Persons )  ) 
B lue Cross and Blue Sh ield  - Group Payment - ) 
Maj or  Medi cal Endorsement (Non- Dental) 
(Groups of 5 - 9  Persons ) ) 
Blue Cross  and Blue Shield  - Group Payment - ) 
Maj or Medi cal Endorsement (Non- Dental ) 
(Groups of  1 0 - 2 4  Persons ) ) 
B lue Cros s and Blue Shield Complementary ) 
Coverage 
To :  BLUE CROSS OF FLORIDA , INC . 
BLUE SHI ELD OF FLORIDA , INC . 
5 32 Rivers ide Avenue 
Pos t  Office Box 1 7 9 8  
Jacksonvi l le ,  Florida 32 2 31 
The above- entit led matter came on for cons ideration upon the app l i ­
cation or request for approval of  rate increases or adj us tments and re lated 
matters for the above - captioned contracts and riders by the proponents , 
BLUE CROSS OF FLORIDA , INC . , and BLUE SHIELD OF FLORIDA ,  INC . , in wri tten 
reques t_s dated Septewber  26 , 19 7 7 ,  and supportive data re lated thereto 
submitted to the Department of  Insurance on September 30 , 19 7 7 , October 14 , 
19 7 7 , October  2 0 , 19 7 7 , and October  24 , 19 7 7 ,  and further s upplemented at 
a pub l ic  hearing held  November  3 ,  19 7 7 ,  in Hearing Room 2 1 , House Offi ce 
Bui lding , Tal lahassee , F lorida , before the unders igned Insurance Commiss ioner 
of  the State of  Flori da . Due and timely notice of said proceedings was 
given by pub l ication in the Florida Adminis trative Weekly , Vo l . 3 ,  No . 4 1 , 
issued, October 1 4 , 19 7 7 ,  by pub lication in several newspapers of general 
circulation in this  State , and by mai l to known interes ted persons and an 
agenda was made avai lab le in accordance with the rules of v1e Department of  
Ins urance . Said appl ication included request for rate increase  on twenty­
four contracts and ride rs and an increase in payment of  Medicare Part A 
deduct ib le  anu coinsurance amow1ts w1der the Compl ementary Coverage 
contract . 
- 2 -
The W1ders igned ,  as Insurance Commi s s i one r ,  having cons i dered  the 
s ai d  reques ts and s upportive data , and being othenvise ful ly advise d  in 
the premises finds : 
1 .  That the Ins urance Commiss ioner ,  as head o f  the Department of  
Ins urance , has j uris di ction of the subj e ct matter .  
2 .  TI1at the rates d1arged by BLUE CROSS OF FLORIDA , INC . , and 
BLUE SHIELD OF FLORIDA ,  INC . ,  to s ubs crib ers for me di cal , 
s urgi cal and hospital care are at all t i n�s s ub j e ct to the 
approval of the Department of Insurance . 
3 .  That the pres ent rates charged by BLUE CROSS OF FLORIDA , INC . , 
and BLUE SHIELD OF FLORIDA ,  INC . ,  for the contracts under 
cons i derati on ,  are inadequate and fai l to provide the ne ces s ary 
income nee de d  to p ay  the los ses and expens es incurred in pro­
vi ding the coverage to  s ub s cribers . 
4 .  That BLUE CROSS OF FLORIDA ,  INC . ,  and BLUE SHIELD OF FLORIDA , 
INC . , p roj e ct losses o f over th irty mi l lion dol lars ( $ 30 , 00 0 , 0 0 0 )  
for the periods for whi ch the .rate adj us tments have been proj ected 
i f  present rate leve ls are not adj us te d .  
5 .  That the continued operating losses o f  approximate ly one mi ll ion 
nine hundred dol l ars ( $ 1 , 9 0 0 , 0 00 )  per month wi l l  e l iminate al l 
surp lus during the coming year and wi l l  result in the insolvency 
of  b oth BLUE CROSS OF FLORIDA , INC . , and BLUE SH IELD OF FLORIDA , 
INC . , i f  rate levels are not adj us ted . It is  noted that BLUE 
SHIELD OF FLORI DA ,  INC . , rece ived a three mi l l i on dol lar ( $ 3 , 0 0 0 , 0 0 0 )  
surplus loan contribut ion from BLUE CROSS OF FLORIDA , INC . ,  in 
Septembe r ,  19 7 7 , in addition to a previous surpl us l oan in Ap ri l , 
19 76 , and were i t  not for such contrib ut ions , BLUE SHIELD OF FLORIDA , 
INC . , would today b e  inso lvent . 
6 .  That the evi dence and data presente d rn the fi l ing shows that the 
los ses on the cont racts unde r cons i deration are due to a nunu) c r  
of  factors including increased  hospi t al and phys ician charges , 
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increas e d  uti l i zat ion of bene fits by s ubs cribers , increas ed 
inci dence of  tes t p rocedures orde red by phys i cians practi cing 
de fens ive medicine , highe r medica l  ma lpract i ce expens e ,  and 
increas ed cos ts o f  servi ces and supplies  general ly . 
7 .  That hospital ancil lary charges for laboratory servi ces , drugs , 
dress ings ,  X- ray , oxygen and s imi lar hospi tal  services p ai d  
by BLUE CROSS OF FLORIDA , INC . , have increased approximate ly 
16 . 4 % over 1 9 76 during the fi rs t  s i x  months o f  19 7 7 . The average 
cos t per inpatient day for anci l lary hospi t al charges pai d  by 
BLUE CROSS OF FLORIDA , INC . , incre ased  from $9 5 . 30 in 19 76 
to $ 1 10 . 9 5 during 19 7 7 . 
8 .  That more BLUE SHI ELD OF FLORIDA , INC . , subs crib e rs are going 
to rj1eir  phys ici ans with greate r frequency and are ob taining 
more s ervices upon confinement in hospitals . The number  of claims 
per thous and contracts increased from 1 5 31 in 19 7 5  to 1 6 5 4  during 
19 76 , an 8% increase . 
9 .  That in compli ance wi th the prior orde rs o f  th i s  Department ,  
BLUE CROSS OF FLORIDA ,  INC . , and BLUE SHIEW Of FLORIDA,  INC . , 
have p rovi ded  periodi c reports o f  the i r  progress  in the are a o f 
heal th care cost containment as to programs for "Areawi de p l anning , 1 1  
"Prospe ctive - hospi tal payment , "  "Uti l i z ation review committees , "  
"Outpatient hospital care , "  "Pre - admiss ion tes t ing" and other 
health care cost reduction programs . 
10 . That in compl iance with a prior order o f  this Department ,  BLUE 
CROSS OF FLORIDA , INC . , and BLUE SHI ELD OF FLORIDA , INC . , have 
s ubmitted continuing reports to the Department of Insurance docUlilent­
ing and j ust i f-ying prior rates previous ly approve d by this Department .  
1 1 .  T11 at the proposed  contract rates as deve loped in the data s ubmi tted 
a rc ne i the r excess i ve nor j nadcquatc ancl a rc n ecessa ry to b o th 
all evi ate th e surp lus drain curren tly b c j  ng  exper i en ced  by 13 L lJI : 
CROSS OF FLORIDA , lNC . , and BLUE SH I ELD Of FLORI DA , INC . , and to 
continue their ab i l i ty to meet  their contractual  ob l i gat ions to 
subs cribers . 
1 2 . Tha t  the proposed contract rates are compet i t ive with the rates 
charged for comparab le coverages provi ded by ins urance earn ers 
doing bus iness in the State of Florida and subscribers of BLUE 
CROSS OF FLORIDA ,  INC . , and BLUE SHIELD OF FLORIDA , INC . , are 
at all times free to procure health care coverage from such 
competing insurers .  
WHEREFORE , it  is ordered that : 
1 .  TI1e requests for rate leve l changes for the fo l lowing contracts 
are conditionally approved subj ect to the requirement that BLUE 
CROSS OF FLORIDA , INC . , and BLUE SHIELD OF FLORIDA ,  INC . , shal l 
submit continuing reports to the Department of Insurance ful ly 
j ustifying those proj ections made in the within fi ling and the 
rate leve ls hereby approved :  
Blue Cross - Group Payment - Type "J" 
(Groups o f  5 - 9  Persons )  
Blue Cros s - Group Payment - Type ' 'J ' '  
(Groups o f  1 0 - 24  Persons )  
Blue Cross - Group Payment - Type ' ' P' '  
(Groups o f  5 - 9  Persons ) 
Blue Cross - Group Payment - Type "P" 
(Groups of 1 0 - 24  Pe rsons ) 
Blue Cross - Di rect Payment - Type "J" 
Blue Cross · _  Direct Payment - Type ' 'F ' '  
Blue Cross - Dire ct Payment Type ' 'H' '  
Blue Shield - Group Payment - Type ' 'K' '  
(Groups o f  5 - 9 Pe rsons ) 
Blue Shield - Group Payment - Type ' 'K ' '  
(Groups o f  10 - 24  Persons ) 
Blue Shield - Group Payment - Type "A" 
(Groups of  5 - 9 Persons ) 
Blue Shield - Group Payment - Type "A" 
( Groups of 1 0 - 2 4 Persons ) 
Blue Sh ie l<l - Group Payment - Type "B" 
(Groups of 5 - 9 Pe rsons )  
( B lue Shield  - Group Payment - Type "B" 
(Groups of 10 - 2 4 Persons ) 
' - 5 -
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Blue Sh ield  - Group Payment - Type ' 'U' ' 
(Groups of  5 - 9  Persons ) 
Blue Sh ield - Group Payment - Type "U" 
(Groups of 10 - 2 4 Persons ) 
Blue Shield Direct Payment - Type ' 'K' '  
Blue Shield  - Direct Payment Type "V" 
Blue Shie ld - Direct Payment - Type "F" 
Blue Shield - Di rect Payment - Type ' 'T' '  
B lue Shie ld - Direct Payment - Type ' 'H' '  
Blue Cross and Blue Shield - Group Payment -
Di agnos tic X- Ray and Laboratory (Groups of 
5 - 9 Persons ) 
Blue Cross and Blue Shield - Group Payment -
Diagnos tic  X- Ray and Laboratory (Groups o f  
1 0 - 24  Persons )  
Blue Cross and Blue Shie ld - Group Payment -
Maj or  Medical Endorsement (Non- Dental ) 
(Groups of . 5 - 9  Pe rsons ) 
B lue Cros s and Blue Shie ld - Group Payment -
Maj or  Medical Endorsement (Non- Dental) 
(Groups of  10 - 24 Persons ) 
Blue Cross and Blue Shield  Complementary 
Coverage 
2 .  The required reports shal l  be  initi ally filed on February 15 , 19 78 , 
and shall  be fi led each ninety (90 )  days or quarterly thereafter 
unti l  further notice .  
3 . I f  the required  s tatisti cal  data , including but not limited  to 
ean1ed  income , incurred  losses and expense , demonstrates a rate 
charged for one or more contracts exceeding the proj ected  rate 
necessary to support s uch contract , the Department shall withdraw 
the condit ional approval herein granted and order an appropriate 
rate reduction . 
4 .  The request for an increase in payment of  Medi care Part A deductib le 
and coinsurance amounts under the Complementary Cove rage contract 
1s  approved . 
- 6 -
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5 . BLUE CROSS OF FLORIDA , INC . , and BLUE SI ! I ELD OF FLOR IDA ,  INC . , 
shall  continue to  implement , support or explore innovative 
methods and practi ces in health care cos t contairurent and continue 
to make progress  reports to the Florida Department of Ins urance 
at s ix- month intervals . 
DONE and ORDERED this  2 3 r d  day of November , 1 9  7 7 . 
St ate Treas urer and 
Ins urance Commiss ioner 
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